In the previous chapter, we abstracted from both the differentiation of capital and the differentiation of labour in order to derive the central tendencies of capitalist accumulation within the aggregate labour market. By following Marx's procedure in the first volume of Capital, we were able to discover how the dynamics of capitalist accumulation continually tend to reproduce a reserve army of labour. We also saw how movements in the real wage level generally tend to be limited by very particular movements in the productivity of labour (i.e. those directly and indirectly associated with the production of workers' means of subsistence).
In sharp contrast to the neoclassical method of abstraction, the purpose of this highest level of abstraction was not to set up an idealised set of laws or properties that will only operate effectively under extremely limited and equally idealised sets of conditions. Rather, it was necessary to reveal our first set of real underlying forces that will continue to channel and regulate the movements of other, more concrete determinants of wage rates as they are subsequently introduced. Moreover, our success in developing a systematic analysis of inter-and intra-industry wage differentials will partly depend on our ability to keep track of these regulating dynamics as they continue to work their effects in an increasingly complex manner at each successive stage of analysis.
Now that we have explained how the laws of accumulation will tend to limit movements in the wage level, we are ready to begin our analysis of wage differentials. Although most writers have assumed that Marx's analysis of the equalisation of wage rates among comparable workers is very similar to neoclassical theory, we will show that a careful development of Marx's discussion of competitive wage determination reveals something quite different. Once Marx's distinctive analysis of both the aggregate labour market and capitalist competition has been examined, it will become clear that Marx's discussion of wage equalisation allows for the development of numerous patterns of substantial and persistent wage differentials within clearly defined limits. Thus, as in our previous discussion of the regulation of the general wage level, the key to understanding the dynamics of wage differentiation will once again require the notion of systematic variation within limits. This chapter will continue to concentrate on Marx's dynamic analysis of the aggregate labour market in order to show that the constant presence of underemployment has profound consequences for labour market competition, labour mobility, and the general dynamics of wage equalisation. Although most radical and/or Marxist writers have incorporated certain elements of Marx's analysis of the reserve army within their own discussions of the aggregate labour market, few have recognized the critical importance of the reserve army for the development of inter-and intra-industry wage differentials. The main contribution of this chapter will therefore be to show that important foundations for differential wage phenomena can actually be developed even at this fairly abstract level of analysis. Chapter 5 will then present the more concrete discussion of capitalist competition and the continual reproduction of differential profit rates.
Capitalism's Active and Reserve Armies: Differentiation and 'Segmentation' in Their Most Basic Forms
Before we discuss the more particular problem of wage differentials among homogeneous workers, it is essential to recognise that Marx's analysis of the complex interaction between the active labour army and the various sectors of the relative surplus population establishes the basis for a far more general process of differentiation that affects virtually all conditions of working class life. It will also be important to show that this general process of differentiation is an integral part of Marx's general law of accumulation, which is developed in chapter 25 of Capital.
Abstracting from the short-run employment effects of the industrial cycle, Marx utilises the degree of access to stable, full-time employment as the primary criterion for defining four groups of workers who make up the 'relative surplus population' [or, the reserve army of labour].1 The first sector of the reserve army is the floating sector, which is mainly attached to 'the centres of modern industry' . Although this group is not clearly defined by Marx, these workers appear to act as a reserve labour force for relatively stable modern industries that must nevertheless respond to constant changes in market conditions by adjusting their output and employment levels accordingly. The attachment of these workers to the active labour army is therefore characterised by constantly interrupted periods of employment as they are continually
